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CIVIL SERVICE RETIREMENT 


May 12, 1971. — Ordered to be printed 


Mr. McGee, from the Committee on Post Office and Civil Service, 
submitted the following 

REPORT 


[To accompany S. 1681] 

The Committee on Post Office and Civil Service, to which was re- 
ferred the bill (S. 1681) to liberalize eligibility for cost-of-living in- 
creases in civil service retirement annuities, having considered the 
same, reports favorably thereon with an amendment and recommends 
that the bill, as amended, do pass. 

Purpose 

This legislation w T ould permit an employee or Member of Congress 
eligible for an immediate retirement annuity after a cost-of-living 
increase is effective, but before the next cost-of-living increase effective 
date, to retire and receive an annuity not less than it would have been 
had he been eligible and retired before the effective date. Also, the 
survivor annuity of an employee or Member who dies after the cost- 
of-living increase effective date would not be less than it would have 
been had it commenced on or before the effective date. 

Justification 

The Civil Service Retirement Act provides that whenever the Con- 
sumer Price Index shows a 3-percent increase for each of 3 consecu- 
tive months over the index for the base month, annuities are adjusted 
upward by the highest percentage of any of the 3 months plus 1 per- 
cent. The increase becomes effective on the first day of the third month 
following the end of the 3-month period and applies only to annuities 
commencing on or before the effective date. A survivor annuity is in- 
creased the same as an annuity of a retired employee. 

Therefore, an employee must be eligible to retire and his annuity 
must commence on or before the effective date of a cost-of-living 
increase in order to receive the increase. This bill would permit an 
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employee to retire after the effective date, but prior to the next cost- 
of-living increase, and receive an annuity not less than it would have 
been if he had retired prior to the effective date. 

An employee who retires on or before the effective date receives a 
larger annuity than an employee who does not retire until a few days 
following the effective date, even though both may have the same 
service beginning date and high 3-yeat 1 average salary. The same 
situation exists in computing the survivor annuities for the survivor 
of an employee who dies immediately prior to the increase date and 
an employee who dies immediately after. 

For example, employee A retires 1 day before the effective date of a 
cost-of-living increase and receives an annuity of $985 a month. Em- 
ployee B, not eligible until 1 month latjer, retires on an annuity of 
$956, or $29 a month less. Employee B would have to continue work- 
ing for approximately 6 months in ordeir to recover the amount lost 
because he was not eligible to retire by the effective date of the in- 
crease. This legislation would permit employee B to retire after the 
effective date and receive not less than he would have received had he 
retired by the effective date. 

The present cost-of-living provisions, providing that the employee 
must retire prior to the effective date, always produce a great influx 
of retirement applications immediately before the effective date. For 
example, the last two increases, effective on November 1, 1969, and 
August 1, 1970, produced 25,000 and 19^800, retirement applications 
over the normal number of applications received. 

This places tremendous burden on the Civil Service Commission to 
process these forms. A result is delayed • annuity payments at a time 
when they are most needed by annuitants. S. 1681, by permitting an 
employee to delay retirement, would distribute more evenly the Com- 
mission’s workload and thereby speed processing of retirement 
applications. 

Employing agencies would also benefit by the enactment of this legis- 
lation. As a result of present “bunching’? of retirements immediately 
prior to an increase effective date, many persons are reemployed as an- 
nuitants to complete projects and pefmit the agency to secure 
replacements. 

Cost 

Assuming that a 5 percent cost-of-livihg annuity increase is effec- 
tive in each fiscal year 1971 through 1980, the unfunded liability 
would be increased by a little over $92 million. The annual cumula- 
tive interest payment due the fund from the Secretary of the Trea- 
sury at the end of fiscal year 1981 would be a little over $3 million. 

Agency Views 

Following is a letter from the Civil Service Commission: 

IT.S. Civil Service Commission, 
Washington , D.O., March #5, 1971 . 

Hon. Spiro T. Agnew, 

President of the Senate. 

Dear Mr. President : The Commission submits for the considera- 
tion of the Congress, and recommends favorable action on, the at- 
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tached legislative proposal which provides that the immediate (not 
deferred) civil service retirement annuity of an employee or Member 
of Congress retiring after the effective date of a cost-of-living annuity 
increase shall not be less than his annuity would have been if he had 
retired and had been eligible for annuity on the effective date. Simi- 
larly, the proposal provides that the annuity of an employee’s or Mem- 
ber’s widow (er) commencing after the effective date of a cost-of-liv- 
ing annuity increase shall not be less than it would have been if it 
had commenced on the effective date. 

Whether aii employee’s annuity will be greater computed on the 
basis of (1) service and salary up to the effective date of the most 
recent cost-of-living increase, plus that percentage increase or (2) 
all service^ and salary up to the date of actual separation, without a 
cost-of-living increase, depends on factors which vary with the indi- 
vidual. Assuming a normal pattern of past and future salary increases, 
and a 5-percent cost-of-living increase, an employee would need 3-10 
additional months’ service, depending on his total years of service, for 
his annuity without the cost-of-living increase to equal the amount he 
could get if he had retired on the effective date of the cost-of-living 
increase. Under the proposal, an employee would in all cases receive 
the larger annuity 

The present cost-of-living adjustment provision, found in 5 U.S.C. 
8340, provides that an employee must retire and his annuity must 
commence on or before the effective date of a cost-of-living annuity 
increase in order to have it applied in the computation of his annuity. 
The reasons for the proposed change are : 

(1) The present provsion produces the anomaly of an employee who 
retires soon after the effective date of an increase receiving less annu- 
ity than an employee, with the same service beginning date and high 
3-year average salary, who retires on or before the effective date, even 
though the employee who retires after the effective date has more 
service. A; similar anomaly exists in computing a survivor’s annuity 
because the survivor of an employee who dies on or before the effective 
date of a cost-of-living increase receives the increase, but the survivor 
of an employee who dies after the effective date does not receive it. 

( 2 ) We are concerned about the way the large number of retirements 
triggered by cost-of-living adjustments affects the administration of 
the civil service retirement system. The present cost-of-living adjust- 
ment provision “bunches” retirements immediately before the effective 
date of every cost-of-living annuity increase by accelerating the retire- 
ments of employees who had been planning to leave within 6 months 
or so after that date. The last such increase, effective August 1, 1970, 
for example, produced about 19,000 retirements in addition to the 
5,000 or less that occur in a normal month. Despite the Commission’s 
plans to cope with such a peak load, work is disrupted and annuity 
payments are seriously delayed when so many retirements that would 
otherwise have been evenly spaced over a period of several months 
occur at the same time. 

( 3 ) Agencies throughout the Government are also adversely affected 
because an inordinate number of employees decide to retire immedi- 
ately before a cost-of-living annuity increase. Many of these people, 
if they are willing, must be reemployed as annuitants to complete the 
pro j ects on which they were working, 
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Enactment of the draft bill would (1) eliminate the anomaly be- 
tween annuities that commence on or just before the effective date of 
a cost-of-living increase and those that commence shortly after that 
date; (2) moderate the peaking of retirements immediately before 
cost-of-living increases become effective, with an estimated savings of 
$250,000 in administrative expenses now charged against the civil serv- 
ice retirement and disability fund for processing the peak workload 
that accompanies each cost-of-living adjustment; and, (3) reduce the 
disruption m the work of agencies throughout the Government caused 
by many employees suddenly retiring at the same time, with many 
leaving work projects incomplete. 

To the extent that employees delayed retirement by a few months, 
they would (1) pay contributions to the fund for a longer period, and 
(2) not receive any annuity for those months — a combination neces- 
sarily resulting in more money in the fund. On the other hand, to the 
extent that employees who would have retired after the effective date 
of the cost-of-living increase anyway receive a higher annuity than 
they would have received if they had retired on the effective date, more 
money would be paid out of the fund. 

The additional annuity benefits which would be provided by the 
draft bill for each cost-of-living annuity increase authorized on or 
after its enactment would increase the unfunded liability of the civil 
service retirement and disability fund. Assuming, for example, that 
the draft bill is enacted and that then a 5*percent cost-of-living annu- 
ity increase is effective June 1, 1971, the unfunded liability of the fund 
would be increased bv $9.2 million. The annual interest on this $9.2 
million won] d be $300,000, 

Under 5 TJ.S.O. 8348 (g) , the Secretary of the Treasury, before clos- 
ing the accounts each fiscal year, would have to credit to the fund, as 
a Government contribution, out of any money in the Treasury of the 
United States not otherwise appropriated, the following percentages 
of all interest on the unfunded liability existing at the start of each 
fiscal year : 10 percent for 1971 ; 20 percent for 1972 ; 30 percent for 
1973; 40 percent for 1974; 50 percent for 1975; 60 percent for 1976; 

70 percent for 1977 ; 80 percent for 1978; 90 percent for 1979; and 100 
percent for 1980 and for each fiscal year thereafter. No payment would 
be reci wired for fiscal year 1971, since the liability would be incurred 
after the start of that year. The Secretary of the Treasury would, at 
the end of fiscal year 1972, have to pay into the fund 20 percent of the 
$300, 000 annual interest resulting from the assumed June 1, 1971 cost- 
of-living increase, plus, at the end of each subsequent fiscal year 
through 1980, the above-mentioned graduated percentages of the an- 
nual interest, so that the full $300,000 annual interest amount would be 
paid at the end of fiscal year 1980 and each fiscal year thereafter. 

Each additional cost-of-living annuity increase authorized subse- 
quent to fiscal year 1971 would have a cumulative effect on the retire- 
ment fund’s unfunded liability and the annual interest thereon. If, 
for example, there is one cost-of-living annuity increase of 5 percent 
in each fiscal year 1971 through 1980, the unfunded liability would 
be increased by a little over $92 million, and the annual cumulative 
interest payment due the fund from the Secretary of the Treasury at 
the end of fiscal year 1981 would be a little over $3 million. 
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The Office of Management and Budget advises that there is no ob- 
jection from the standpoint of the administration’s program to the 
submission of this draft bill to Congress. 

A simil ar letter is being sent to the Speaker of the House. 

By direction of the Commission : 

Sincerely yours, 

Robert Hampton, 

Chairman. 

Changes in Existing Law 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as re- 
ported are shown as follows (existing law in which no change is pro- 
posed is shown in roman; existing law proposed to be emitted is en- 
closed in black brackets ; new matter is shown in italic) : 

TITLE 5, UNITED STATES CODE 

* * He * H« H« * 

§ 8340. Cost-of-living adjustment of annuities 

(a) Effective December 1, 1965, each annuity payable from the Fund 
having a commencing date before December 2, 1965, is increased by — 

( 1 ) the percent rise in the price index, adjusted to the nearest 
Vio of 1 percent, determined by the Civil Service Commission on 
the basis of the annual average price index for calendar year 1962 
and the price index for the base month of July 1965 ; plus 

( 2 ) 61/2 percent if the commencing date (or in the case of the 
survivor of a deceased annuitant the commencing date of the 
annuity of the retired employee) occurred before October 2, 1956, 
or iy 2 percent if the commencing date (or in the case of the sur- 
vivor of a deceased annuitant the commencing date of the annuity 
of the retired employee) occurred after October 1, 1956. 

Each annuity payable from the Fund (other than the immediate 
annuity of an annuitant’s survivor or of a child entitled under section 
8341(e) of this title) having a commencing date after December 1, 
1965, but before January 1, 1966, is increased from its commencing date 
as if the annuity commencing date were December 1, 1965. Each sur- 
vivor annuity authorized by — 

(A) section 8 of the Act of May 29, 1930, as amended to July 
6, 1950 ; or 

(B) section 2 of the Act of Juno 25, 1958 (72 Stat. 219) ; 

is increased by any additional amount required to make the total in- 
crease under this subsection equal to the smaller of 15 percent or $10 
a month. 

(b) Each month the Commission shall determine the percent change 
in the price index. Effective the first day of the third month that be- 
gins after the price index change equals a rise of at least 3 percent 
for 3 consecutive months over the price index for the base month, each 
annuity payable from the Fund having a commencing date not later 
than that effective date shall be increased by 1 percent plus the percent 
rise in the price index (calculated on the highest level of the price 
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index during the 3 consecutive months) adjusted to the nearest y 10 of 
1 percent. 

(c) Eligibility for an annuity increase under this section is gov- 
erned by the commencing date of each annuity payable from the Fund 
as of the effective date of an increase, except as follows : 

(./) An annuity {except a deferred annuity under section 8338 
of this title or any other provision of law) which — 

( A ) is payable from the Fund to an employee or Member 
who retires , or to the widow or widower of a deceased em- 
ployee or Member / and 

(B) has a commencing date after the effective date of the 
then last preceding annuity increase under subsection (ft) 
of this section ; 

shall not be less than the annuity which would, have been payable 
if the commencing date of such annuity had been the effective date 
of the then last preceding annuity increase under subsection (b) 
of this section . In the administration of this paragraph , an em- 
ployee or a deceased employee shall be deemed , for the purposes 
of section 8339 (m) of this title , to have to his credit , on the effec- 
tive date of the then last preceding annuity increase under sub- 
section (ft) of this section , a number of days of unused sick 
leave equal to the number of days of unused sick leave to his 
credit on the date of his separation from the service . 

[(1)3 (3) Effective from its commencing date, an annuity pay- 
able from the Fund to an annuitant’s survivor (except a child 
entitled under section 8341(e) of this title), which annuity com- 
mences the day after the death of the annuitant and after the 
effective date of the first increase under this section, shall be in- 
creased by the total percent increase the annuitant was receiving 
under this section at death. However, the increase in a survivor 
annuity authorized by section 8 of the Act of May 29, 1930, as 
amended to July 6, 1950, shall be computed as if the annuity 
commencing date had been the effective date of the first increase 
under this section. 

[(2)] (3) For the purpose of computing the annuity of a child 
under section 8341(e) of this title that commences on or after the 
first day of the first month that begins on or after the date of 
enactment of the Civil Service Retirement Amendments of 1969, 
the items $900, $1,080, $2,700, and $3,240 appearing in section 
8341(e) of this title shall be increased by the total percent in- 
creases allowed and in force under this section on or after such 
day and, in case of a deceased annuitant, the items 60 percent and 
75 percent appearing in section 8341(e) of this title shall be in- 
creased by the total percent allowed and in force to the annuitant 
under this section on or after such day. 

(d) This section does not authorize an increase in an additional 
annuity purchased at retirement by voluntary contributions. 

(e) The monthly installment of annuity after adjustment under 
this section shall be fixed at the nearest dollar. However, the monthly 
installment shall after adjustment reflect an increase of at least $1, 
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(f ) Effective September 1, 1966, or on the commencing date of an- 
nuity, whichever is later, the annuity of each surviving spouse whose 
entitlement to annuity payable from the Fund resulted from the death 
of — 

(11 an employee or Member before October 11, 1962; or 
(2) a retired employee or Member whose retirement was based 
on a separation from service before October 11, 1962; 
is increased by 10 percent. (Pub. L. 89-554, Sept. 6, 1966, 80 Stat. 576, 
amended Pub. L. 90-88, § 1(79), Sept. 11, 1967, 81 Stat. 215; Pub L. 
91-93, § 204, Oct. 20, 1969, 88 Stat. 189.) 

O 
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92b CONGRESS 
1st Session 


H. R. 7027 


IN THE HOUSE 0E REPRESENTATIVES 

March 31, 1971 

Mr. Duiski (for himself. Mr. Correct, Mr. Warme, and Mr. Scorr) introclueed 
the following* bill; which was referred to the Committee on 1 ost Ofhce and 
Civil Service 


A BILL 

To liberalize eligibility for cost-of-living increases in civil 
service retirement annuities. 

1 Be it enacted by the Senate and House of Represented 

2 tives of the United States of America in Congress assembled, 

3 That subsection 8340 (c) of title 5, United States Code, is 

4 amended by renumbering paragraphs (1) and (2) as para- 

5 graphs (2) and (3), respectively, and by inserting the 

6 following new paragraph: 

7 “ (1) An annuity, except a deferred annuity under sec- 

8 tion 8338 of this title or any other provision of law, payable 
3 from the fund to an employee or Member who retires, or to 

(V) 
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1 the widow or widower of a deceased employee or Member, 

2 which commences after the effective date of an annuity 

3 increase under subsection (b) of this section but not later 

4 than the effective date of the neit such annuity increase, 
o shall not be less than the annuity which would have been 
0 payable had the employee, Member, widow, or widower 
7 been eligible for annuity, and had the annuity commenced, 

3 on the first described effective date;” 

9 Sec. 2. This Act shall apply only with respect to an- 

10 Kuities commencing on or after the date of enactment of 

11 this Act. 
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united states civil service; commission 

- - WASHINGTON* D.C. 20415 

March 2?, 1971 

Honorable Carl Albert 

Speaker of the House of Representatives 



Dear Mr. Speaker: 

The Commission submits for the consideration of the Congress, and 
recommends favorable action on, the attached legislative proposal 
which^provides that the immediate (not deferred) Civil Service Re- 
tirement annuity of an employee or Member of Congress retiring a 
ter the effective date of a cost-of-living annuity increase shall 
not be less than his annuity would have been if he had « tired an 
had been eligible for annuity on the effective date. Simila y, 
the proposal provides that the annuity of an employee s or Member s 
widow(er) commencing after the effective date of a cost-of- living 
annuity increase shall not be less than it would have been if it 
had commenced on the effective date. 


Whether an employee's annuity will be greater c °“P ut ^ ° n o f* 
basis of (1) service and salary up to the effective date of the 
most recent cost-of-living increase, plus that percentage xncrease 
or (2) all service and salary up to the date of actual separation, 
•without a cost-of-living increase, depends on factors which vary 
with the individual. Assuming a normal pattern of past and future 
salary increases, and a 5 percent cost-of-living increase, an em- 
ployee would need 3-10 additional months' service, depending on 
his total years of service, for his annuity without the cost-ot 
living 1 increase to equal the amount he could get if he had retired 
on the effective date of the cost-of-living increase. Under the 
proposal, an employee would in all cases receive the larger annuity. 


The present cost-of-living adjustment provision found in 5 U.S.C. 
8340, provides that an employee must retire and his annuity must 
commence on or before the effective date of a cost- of- living an- 
nuity increase in order to have it applied in the computa ion 
his annuity. The reasons for the proposed change are: 


(1) The present provision produces the anomaly of an 
employee who retires soon after the effective 
date of an increase receiving less annuity than 
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an employee, with the same service beginning 
date and high three-year average salary, who 
retires on or before the effective date, even 
though the employee who retires after the 
effective date has more service. A similar 
anomaly exists in computing a survivor’s an- 
nuity because the survivor of amemployee who 
dies on or before the effective date of a 
cost-of-living increase receives :the increase, 
but the survivor of an employee who dies after 
the effective date does not receive it. 

(2) We are concerned about the way the large number 
of retirements triggered by cost-lof- living ad- 
justments affects the administration of the 
Civil Service Retirement System. The present 
cost-of-living adjustment provision "bunches” 
retirements immediately before the effective 
date of every . cost-of- 1 iving annuity increase 
by accelerating the retirements oif employees 
who had been planning to leave within six months 
or so after that date. The last buch increase, 
effective August 1, 1970, for example, produced 
about 19,000 retirements in addition to the 
5,000 or less that occur in a norinal month. De- 
spite the Commission’s plans to cbpe with such a 
peak load, work is disrupted and annuity pay- 
ments are seriously delayed when to many retire- 
ments that would otherwise have been evenly spaced 
over a period of several months occur at the 
same time. 

(3) Agencies throughout the Government are also ad- 
versely affected because an inordinate number of 
employees decide to retire immediately before a 
cost-of-living annuity increase. Many of these 
people, if they are willing, must be reemployed 
as annuitants to complete the projects on which 
they were working. 

Enactment of the draft bill would (1) eliminate the anomaly between 
annuities that commence on or just before the effective date of a 
cost-of-living increase and those that commence shortly after that 
date; (2) moderate the peaking of retirements immediately before 
C ^rocn'^ ing lncreases become effective; jwith an estimated savings 
ot $250,000 in administrative expenses now charged against the CiviL 
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Service Retirement and Disability : Fund for processing the peak work- 
load that accompanies each costrof- living adjustment; and, (3) re- 
duce the disruption in the work of agencies throughout the Govern- 
ment caused by many employees suddenly retiring at the same time, 
with many leaving work projects incomplete. 

To the extent that employees delayed retirement by a few months, " 
they would (1) pay contributions to the ; Fund for a longer period, 
and (2) not receive any annuity for those months- -a combination 
necessarily resulting in mote money in the Fund. On the other 
hand, to the extent that employees who would have retired after 
the effective date of the cost-of-Living increase anyway receive 
a higher annuity than they would have received if they had re- 
tired on the effective date, more money would be paid out of the 
Fund. 

The additional annuity benefits, which would be provided by the 
draft bill for each cost-of-living annuity increase authorized on 
or after its enactment would ihcrease the unfunded liability of the 
Civil Service Retirement and Disability Fund. Assuming, for example, 
that the draft bill is enacted and that then a 5 percent cost-of- 
living annuity increase is effective June 1, 1971, the unfunded lia- 
bility of the Fund would be increased by $9.2 million. The annual 
interest on this $9.2 million would be $300,000. 

tinder 5 U. S.C. 8348(g), the Secretary of the Treasury, before closing 
the accounts each fiscal year, would have to credit to the Fund, as 
a Government contribution, out of any money in the Treasury of the 
United States not otherwise appropriated, the following percentages 
of all interest on the unfunded liability existing at the start of 
each fiscal year: 10 percent for 1971; 20 percent for 1972; 30 
percent for 1973; 40 percent for 1974; 50 percent for 1975; 60 per- 
cent for 1976; 70 percent for 1977; 80 percent for 1978; 90' percent 
for 1979; and 100 percent for 1980 and for each fiscal year there- 
after. No payment would be required for fiscal year 1971, since 
the liability would be incurred after the start of that year. The 
Secretary of the Treasury would, at the end of fiscal year 1972, 
have to pay into the Fund 20 percent of the $300,000 annual interest 
resulting from the assumed June 1, 1971 cost-of-living increase, 
plus, at the end of each subsequent fiscal year through 1980,-the 
above-mentioned graduated percentages of the annual interest, so 
that the full $300,000 annual interest amount would be paid at the 
end of fiscal year 1980 and each* fiscal year thereafter. 

Each additional cost-of-living annuity increase authorized subsequent 
to fiscal year 1971 would have a cumulative effect on the retirement 
Fund's unfunded liability and the annual interest thereon. If, for 
example, there is one cost-of-living annuity increase of '5 percent 
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in each fiscal year 1971 through 1980, the unfunded liability would 
be increased by a little ovet $92 million, and the annual cumulative 
interest payment due the Fund from the Secretary of the Treasury at 
the end of fiscal year 1981 would be a little over $3 million. 

The Office of Management and Budget advises that there is no objection 
from the standpoint of the Administration's ; program to the submission 
of this draft bill to Congress* 

A similar letter is being sent to the President of the Senate. 

By direction of the Commission: 
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LIBERALIZE ELIGIBILITY FOR COST-OF-LIVING IN- 
CREASES IN RETIREMENT ANNUITIES 


MONDAY, MAY 3, 1971 

U.S. House of Representatives, 

Committee on Post Office and Civil Service, 

Subcommittee on Retirement, Insurance, and 

Health Benefits, 

Washington, D.G. 

The subcommittee met at 9:30 a.m., in room 210, Cannon House 
Office Building, Hon. Bill Chappell, Jr. (acting chairman), presiding. 

Mr. Chappell. The subcommittee will come to order. „ 

The Subcommitte on Retirement, Insurance, and Health Benents 
meets today to consider legislation designed to eliminate an anomaly 
in the cost-of-living provision of the civil service retirement law. 

The law currently provides for cost-of-living increases whenever 
the Consumer Price Index rises by at least 3 percent for 3 consecutive 

m< The amount of the increase is determined by then adding 1 percent to 
the highest percentage attained during the 3-month period. 

As of March of this year this index rose by 3.5 percent of its May 
1970 level, and with the additional 1 percent, the June 1 annuity ad- 
justment will be 4.5 for employees already retired or who retire on or 

before May 31, 1971. . ,, 

Under the existing law an employee who retires soon after the ef- 
fective date of a cost-of-living increase receives a smaller annuity than 
docs an employee with the same service beginning date and 3-year 
average salary who retires on or before the effective date, even though 
the employee who retires after the effective date has more service. 

The present law also produces a “bunching” of retirements immedi- 
ately before the effective date of every cost-of-living annuity increase. 
This results in administrative problems and delayed annuity pay- 

ii3 Girts , 

The legislation proposed by the Civil Service Commission which we 
arc studying today will remove tlio present inequities and resolve tlie 

previously mentioned problems that have resulted. 

Our first witness today will be the Honorable Joel T. llroylnlq a 
Representative in Congress from the State of Virginia. 

STATEMENT OF HON. JOEL T. BR0YHILL, REPRESENTATIVE 
IN CONGRESS PROM THE STATE OF VIRGINIA 

Mr. BroyiiitiIi. Mr. Chairman, you have already explained the legis- 
lation, and in deference to the other witnesses and the schedule of the 
committee I should like to submit my statement for the record. X am 
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a sponsor of one of the bills mentioned before the committee. I was 
a sponsor of the similar bill in the last Congress in which the Civil 
service Commission failed to make a report. Now, this year I under- 
stand they are supporting the objectives of this legislation. It is an 
inequity that should be corrected, Mr. Chairman. I think it would lie 
m the best interest of the Government to correct the inequity because 
it would encourage the employees to retire earlier than they would 
normally retire in order to obtain the benefits under existing iaw. 

Ibis would correct that inequity and be in the best interest of those 
who are going to retire ancj the Federal Government. I hope the com- 
mittee will look with favor upon this legislation. 

Mr. Chappell . Mr. Broyhill, thank you very much. 

Mr. Broyhill. Thank you. 

(The prepared statement of Mr. Broyhill follows :) 

Prepared Statement op Hon. Joei. T. Broyhill op Virginia 

• Chairman, I want to thank you for the opportunity to testify this morn- 
mg before the committee on this most timely and much-needed legislation. 

As the committee is aware, I. introduced legislation on March 6, 1969 iii the 
previous Congress identical to H.R. 6952. Unfortunately, the committee did not 
receive a report on the bill from the Civil ^ervich Commission, but instead the 
Commission requested this Congress to enact similar legislation earlier this 
year. 

^ My bill, H.R. 6952, presently before the committee would amend title 5, United 
State Code, to provide that the civil service retirement annuity of an employee 
retiring after the effective date of a cost-of-living annuity increase but eligible 
tor retirement on that effective date shall not be less than his annuity if he had 
retired on that effective date, and for other purposes. 

My bill and, as I read it, Mr. Dulski’s bill H.R; 7027, will make much-needed 
changes in the annuity computation in connection with the automatic cost-of- 
living adjustment provisions of the law. 

Tinder certain circumstances ah inequitable ahd anomalous situation does 
result through the application of the provision of the present la w. When a cost- 
of-living increase is determined, it is made applicable to all persons on the re- 
tirement roll for a certain month, but not to those who come on the roll in sub- 
sequent months. For example, a most recent cost-of-living adjustment would 
award a 4.5-percent increase in annuity benefit rates for persons who will he on 
the roll on or before .Tune 1, 1971, with the first [increase being payable in the 
July 1. annuity check*. Those who will retire at June 1 and thereafter will 
receive no such increase. 

Such a procedure has very undesirable effects insofar as both the Government 
and the members of the plan are concerned. A pe rison who retires just after the 
effective date but who could have retired before it will receive less because he 
worked longer than if he had retired earlier. 

This same situation (-an prevail for persons retiring not onlv several months, 
hut even up to as much as 1% years after the effective date (until the increased 
service and probably larger high -3-year average wage more than offsets the 
cost-of-living adjustment). Certainly it seems almost inequitable retirement 
system that pays a person a lower pension for working longer. Then, too, it 
seems unfair that knowledgeable people will retirie before the effective date of 
a cost-of-living increase so as to obtain a larger pension, whereas unloiowledge- 
a hie people will not do this and will be penalized. 5 
The Government, too, is adversely affected by this provision. When an effec- 
tive date tor a cost-of-living adjustment is announced, many people who expected 
to work for several months in the future would forthwith retire and would not 
complete the particular work projects on which they were engaged. It seems 
poor personnel management procedure to have retirements precipitated in this 
manner instead of being done in an orderly fashion. 

My bill provides a “notch” provision guaranteeing that an individual’s pen- 
least as large as if he had voluntarily retired just before the 
effective date of the last cost-of-living adjustment. The individual would, of 
course, have to be eligible for retirement on that date. My bill would provide 
equity to all members of our civil service pension program and will improve 
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It is my understanding that H.R. 7027 will further extend these benefits to 

widows and children. I support such extension. ■ , „ ri ... 

I again wanjt to thank you Mr. Chairman for the opportunity to speak on tins 
much-needed change to the law in this regard. 


Mr. CliAPPEhh. The next witness is Mr. Andrew E. Kiiddoek, Direc- 
tor, Bureau of Retirement Insurance, and Occupational Health, L.Ov 

Civil Service Commission. r . „ A , .. 

Mr. Ruddock, if you or any of the other witnesses prefer to submit 
your full statement for the record and then summarize, you may do so. 

Mr. Ruddock. Mr. Chairman, my statement is quite brief, and with 
your permission I would like to read.it for the subcommittee. 

Mr. CnAPrEijL. You may proceed. 


STATEMENT OF ANDREW E. RUDDOCK, DIRECTOR, BUREAU OF 

RETIREMENT, INSURANCE, AND OCCUPATIONAL HEALTH, U.S. 

CIVIL SERVICE COMMISSION 

Mr. Ruddock. Mr. Chairman and members of the subcommittee, I 
am pleased to appear before your subcommittee this morning to urge 
the speedy consideration and enactment of II, R. 7027. I thank you 
for taking up the bill for this early hearing today. Ry letter dated 
March 25, 1971, addressed to the Honorable Carl Albert, Speaker of 
the House of Representatives, the Commission submitted for the con- 
sideration of the Congress, and recommended favorable action on 
legislation which now is incorporated in H E, 7027. I would like to 
suggest that, with the permission, of the chairman, the Commission’s 
letter be made a part of the subcommittee’s proceedings. 

The purpose of H.R. 7027 is to correct an anomaly that exists with 
respect to cost-of-living adjustments in civil service retirement and 
survivor annuities. The bill in effect liberalizes the requirements to 
he met for entitlement to the cost-of-living annuity increases. . > 

The civil service retirement law provides for the automatic in- 
crease of civil service annuities when the cost-of-living, nationwide, 
goes up at least 3 percent .over the Consumer Price Index for the 
month used as the base for the most recent cost-of-living annuity in- 
crease, and stays up by at least 3 percent for^ 3 consecutive months. 
Under this provision, cost-of-living annuity increases were author- 
ized in 1965, 1967, 1968, twice in l969, and again in 1970. Another in- 
crease of 4.5 percent is scheduled, for June 1 of this year. 

Under the present law, in order to get the June 1, 1971, increase in 
annuity, an employee must retire no later than May 31, 1971. If he 
continues to work after that date, he may receive a sip alter annuity. 
Although his additional service will contribute toward , a higher an- 
nuity, it will take 3 to 10 months, depending on his particular serv- 
ice record, simply to recoup the increase he could get if he retires from 
Federal service by May 31. 

Similarly, for a widow to get the . cost-of-living increase, her 
employee-husband must die before May 31. If he , dies on or after 
June 1, the widow loses the increase. 

Under H.R. 7027, an employee retiring on or after the effective date 
of a cost-of-living increase, and the widow of an employee who dies 
on or after that date, will be guaranteed an annuity at least as large as 
would have been paid if the employee had retired, or died, before the 
effective date of the increase. This will eliminate the anomaly of an 
employee who is separated for retirement on or soon after the effective 
Approkfed (RaniRetease 
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retires before the effective date, even though the employee who retires 
on or after the eftective date of the increase has as much or more serv- 
ice and the same or larger high-3 average salary. It. will also eliminate 
the parallel anomaly for widows and widowers. 

Ihe bn 1 extends this liberalization to an employee who did not 
nu»t the ag-e and service or other requirements for annuity before the 
eftective date of the cost-of-living increase. This is a fair 'and reason- 
able extension of the treatment that would be given to the widow whose 
husband dies after that date, and the employee who becomes disabled 
or is separated by reduction in force after that date. 

In other words, it would be less than fair to withhold a cost-of- 
lj . vlll S increase from a widow or a disabled retiree because death or 
disability occurred 1 day or 1 week too late. Equity would appear to 
demand that all of these employees and survivors get no less in an- 
nuity than the amounts paid others on the basis of the same, or even 
shorter, service. 

In addition, as is noted in the Commission’s March 25 letter to the 
bpeakei, we are concerned about the way the large number of retire- 
ments triggered by cost-of-living annuity Increases affect the admin- 
istration of the Civil Service Retirement System. The present cost-of- 
living adjustment provision works to cluster retirements immediately 
before the effective date of every cost-of-living annuity increase. 

Employees who had been planning to leave within 6 months or so 
after that date retire just before that date to get the benefit of the 
increase. For example, the last increase, which was effective August 1, 
L9<0, produced more than five times the number of retirements that 
occur in a normal month. 


Enactment of I LIE 7027 would work t6 moderate the peaking of 
retirements immediately before cost-of-living increases become effec- 
tive, with savings roughly estimated at $250,000 in administrative 
expenses now charged against the Civil Service Retirement and Dis- 
ability Fund for processing the peak workloads that arise at these 
times. 


Agencies throughout the Government are also adversely affected 
when an inordinate number of employees decide to retire immediately 
before a cost-of-living annuity increase. Many of these people, if they 
are willing, are reemployed as annuitants to complete projects on 
which they are working. 

To the extent that employees delayed retirement by a few months 
because of enactment of H.B. 7027, they would pay contributions to 
the Cavil Service Retirement and Disability Fund for a longer period, 
and not receive any annuity for those months — a combination necessar- 
ily resulting in more money in the fund. 

On the other hand, to the extent that annuities are increased for 
employees who would have retired after the effective date of the cost- 
mcrease anyway, more money \jrould paid out of the 
Lund. Ihe net result would be an estimated increase in the unfunded 
J lability of the fund by $7.5 million. The ahnual interest on this $7.5 
million would be $265,000. 

Assuming enactment of H.B. 7027 before the start of fiscal year 
19 1 2, the Secretary of the Treasury would, under provisions of pres- 
ent law, have to pay into the fund 20 percent of the $265,000 annual 
interest, or $53,000, at the end of fiscal year 1972, 30 percent, or 
£79,500, at the end of fiscal year 1973, 40 percent for fiscal year 1974, 
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tlie end of fiscal year 1980 and each, year thereafter. Also, the retire- 
ment fund’s unfunded liability and the annual interest thereon would 
be increased further with each subsequent cost-of-living annuity in- 
crease, and interest would become payable on the cumulative amounts 
according~to the same graduated schedule, so that 100 percent of the 
total interest would be payable each year beginning at the end of 
fiscal year 1980. 

To sum up, enactment of IT.R. 7027 would : 

(1) Eliminate the anomaly of a difference in amount between an- 
nuities that commence on or just before the effective date of a cost-of- 
living increase and those that commence shortly after that date ; 

(2) moderate the peaking of retirements immediately before cost- 
of-living increases become effective ; and 

(3) reduce the disruption in the work of agencies throughout the 
Government caused by many employees suddenly retiring at the 
same time. 

The cost of these changes would be fully financed by paying the 
interest due on the net increase in unfunded liability, as provided 
under present law. 

I would be glad to answer any questions that the subcommittee may 
have. 

Mr. Chappell. I have a few questions, Mr. Ruddock, after which 
I will yield to the other members. 

First of all, how many employees retire from the Federal Service 
each month ? 

Mr. Ruddock. In an average month, it’s 4,500 to 5,000, so that it 
runs for a year from 50 to 60,000 employees retiring. 

Mr. Chappell. All right ; how many employees would you expect 
to retire this month by reason of the 4%- percent increase which will 
become effective ? 

Mr. Ruddock. We don’t have a good fix yet on how many people 
are planning to retire at the end of May. When we had the last an- 
nuity increase, which was effective August 1 of 1970, for the 2 months 
of July and August, in other words, the period just before the in- 
crease, we had 29,000 people retire so that we estimate that we had 
about 19,000 over and above normal. 

Mr. Chappell. I suppose that the number which exceeds the nor- 
mal retirements is made up largely of persons who otherwise would 
be contemplating retiring some time after May 31 or maybe by the 
end of this calendar year. These employees are, in effect, advancing 
their retirement by several months just in order to take advantage of 
this cost-of-living increase. 

Is that correct ? 

Mr. Ruddock. Yes, sir ; although we do believe that it includes some 
people who might not have retired for quite some time, perhaps an- 
other year or two, but this does serve as a means of helping them to 
make up their minds to retire at this particular time. So we have both 
kinds. 

Mr. Chappell. I see. 

You have really been trying to bring to our attention, I think, the 
fact that if this bill passes there will be a substantial savings in re- 
duced cost by reduction of overtime and a number of other expenses. 

This would in part offset the increased cost of the new law. 

Mr. Ruddock. It would -help to do that, yes, sir. We estimate that 
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because of the overtime that we have had to use that we have aver- 
aged about $250,000 a year in overtime to process the extra work that 
occurs at the annuity increase periods. 

Mr. Mr. Powell. 

Mr. Powell. I do have one question. 

If the bill isn’t passed in time, which is a distinct possibility, how 
would the Commission feel about making the effect or it retroactive? 

Mr. Ruddock. That would give us some problems. It’s a decision 
that will need to be faced if the legislation is Hot enacted before May 
31 , since its purpose is to— let’s say— ease the difficult decision that em- 
ployees have to make who desire to retire. 

Really, it wouldn’t serve quite that purpose if it were enacted and 
became effective in July or August or September. It would appear to 
me that if it’s not enacted by May 31 that Serious consideration should 
be given to making it effective with the next annuity increase rather 
than for any period of retroactivity. 

Now, one of the difficulties of retroactivity, as you will recognize, 
is that in addition to normal workloads, ypu would need to take from 
the files and readjudicate and recompute cases in order to apply this 
law and to apply it to people whose decision was not affected by the 
legislation itself. 

Mr. Powell. Would you assume that employees would not delay the 
advancement of their retirement on the assumption that perhaps it 
will not pass even though it had a retroactive clause in it ? 

Mr. Ruddock. I would doubt that quite seriously, and my reason 
would be that most of the legislation which affects retirement, affects 
that only, and I think most employees would be quite reluctant to 
make a decision as important as this one on an assumption that an ex- 
ception would be made here, and it would be; retroactive. 

That i s j ust m y j ud gment on it. 

Mr. C i i aupell. Are there any other questions ? 

Thank you very much, Mr. Ruddock. 

Mr. R t noocK. Thank you. 

Mr. Chappell. Our next witness is Mii Dan Jaspan, legislative 
representative, National Association of Postal Supervisors. 

STATEMENT OP DAN JASPAN, LEGISLATIVE REPRESENTATIVE, 
NATIONAL ASSOCIATION OP POSTAL SUPERVISORS 

Mr. Jaspan. Mr. Chairman, for the record, my name is Dan Jaspan, 
legislative representative for the National Association of Postal Su- 
pervisors. We have more than 35,000 members in every State of the 
Tin ion and all branches of the postal service. 

It is pretty difficult to follow Andy Ruddock and add anything to 
what he said, because Andy is always very thorough. 

We are very happy that the Commission and the administration are 
backing II.R. 7027, which is a most important bill to postal super- 
visors. 

I do not have a prepared statement, Mr. Chairman, so I will just 
make a short presentation in full support of the bill as written with 
one possible amendment. As you know, right now we are in the midst 
of a changeover in the Postal Service to a new idea, sort of a postal 
corporation. We are not certain — unless it isj specifically stated m the 
bill whether or not the Postal Service will be included in this proposal. 
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We would like to see it spelled out definitely that it, -wil.1 apply to the 
TJ.S. Postal Service as well as all the other Federal agencies m ordei 
to prevent any misinterpretation. 

We are very much interested in this kind of legislation because, un- 
fortunately, postal supervisors want to retire as quickly as possible 
after reaching the magic 55-30. Many of them miss ltby ^ c »r 2 

every time there is a cost-of-living annuity increase. This would take 
care of those people. And in addition to cutting the cost to the Civil 
Service Commission, this bill would prevent the long wait necessary 

before the first annuity check is received. 

Since they are piled up with work at the Commission every time 
there is a cost-of-living increase, it takes a while to process all the 
applications. So this would serve a twofold purpose of cutting costs 

and having the checks sent out a lot faster. 

Mr. Chairman, I do hope that the subcommittee will report the bill 
favorably as quickly as possible so that it can be enacted m plenty 
time before the end of the month. Early enactment would Rive the 
people who are deciding whether or not to take advantage of thee 
tirement a little time for consideration. In some offices of the Postal 
Service, I understand they already told them that they better be 
ready to be out by May 31 if they want the additional annuity. 

We appreciate the opportunity of appearing before the committee 
to present our views on II. R. Y 02Y . , 

Mr. Chappell. Thank you very much, Mr. J aspan. 

Mr. Scott. t r 

Mr Scott. I would just thank you for being here, Mr. J aspan. i 
believe our subcommittee does look favorably on this measure. As you 
put it, it is just a fair and equitable thing to do. . 

Mr. J aspan - . We appreciate your being a cosponsor of this bill. VVe 
know you have the Federal employees’ interest at heart at all times. 

Mr. Chappell. Mr. Jaspan, I might read into the record section 
1005, subsection (d), of title 30, United States Code, which reads as 
follows:’ ; 

Officers and employees of the Postal Service (other than the Governors) shall 
be covered by chapter 83 of title 5 relating to civil ret ^men^The 

Postal Service shall withhold from pay and shall pay into the ( u ilSei\ice 
Retirement and Disability Fund the amounts specified m such chapter. Th 
Postal Service upon request of the Civil Service Commission, but not \esh ^fie- 
ri uentlv than annually, shall pay to the Civil Service .Commission _the costs 
reasonably related to the administration of fund activities for officers and 
employees. of .the Postal Service. 

Perhaps that would ease your feelings a little bit. 

Mr. Jaspan. I am familiar with that section. Whenever there is a 
law enacted we are always concerned that there may be a misinter- 
pretation of it. I believe some of these things will possibly be negoti- 
able in the future. 

Mr. Chappell. I have no further questions. Thank you very much. 

Mr. Jaspan. Thank you, sir. . 

Mr. Chappell. Our next witness is Mr. Patrick Allan, _ legislative 
director, United Federation of Postal Clerks, accompanied by i. 
Joseph F. Thomas, director of organization. 

Mr. Ailan and Mr. Thomas, glad to have you with us. 
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STATEMENT OP PATRICK J. NILAN, LEGISLATIVE DIRECTOR, 
UNITED PEDERATION OP POSTAL CLERKS, ACCOMPANIED BY 
JOSEPH F. THOMAS, DIRECTOR OF ORGANIZATION 

Mr. Nilast. Thank you very much, Mr. Chairman. Mr. Thomas and 
•iiii l nAn^ eai 'i n ^ before you this morning; as the spokesmen for some 

0 10,000 postal clerks whom we represent under our collective bargain- 
ing contract with the Post Office Department. 

lie are very gratified that this committee, yourself, the permanent 
chairman, Mr. Waldie, and the other members of the committee have 
arranged these hearings at this particular time. We are also very 
appreciative of Mr. Dulski, the chairman of the full committee, for 
being a principal sponsor of ILK. 7027, cosponsored by our recently 
deceased friend and great champion, the Honorable Bob Corbett of 

1 ennsylvatna, as well as Chairman Waldie and Mr. Scott, who are 
sponsoring the legislation. 

We are very gratified and appreciate jthe excellent statement by 
our good friend and representative of the Civil Service Commission, 
Andrew Ruddock. As usual, he does a beautiful job in preparing his 
testimony, and we certainly concur in his presentation. We are verv 
gratified also that the Civil Service Commission and the administra- 
tion is supporting the legislation, and we also know of no opposition 
to the proposed legislation. Therefore, we have not prepared a formal, 
written statement for presentation since we concur in the legislation 
as written. 

We want to cooperate with the committee and with the other wit- 
nesses that are appearing this morning in our hopes and efforts to 
have the legislation considered and reported as soon as possible by 
(he committee, enacted by the Congress, and approved by the Presi- 
dent. We do urge, though, Mr. Chairman, in response to Congress- 
man 1 dwells question, that the committee does give consideration to 
making this effective as of the current May 31 effective date if it can- 
f i ot be enacted prior to that date. 

We would like to believe that the Congress, recognizing the equit- 
able provisions of this legislation and the fact that Mr. Fong and Mr. 

McGee on the Senate side last Thursday sponsored similar legislation, 
and that it can and will be enacted with the next 10 or 15 days. How- 
ever, if it should not be enacted within that period of time, or prior 
io May 31, we do feel that the survivors, for example, widows, widow- 
ers, surviving children of a Federal employee or postal worker who 
may not retire as of May 31, but who may; pass away following that 
date, that it it is made retroactive it would at least provide the cost- 
or- living increases to the survivors who generally need it very bad 
survivors of our postal clerks and other of the lower paid postal em- 
ployees. 

So we would like to suggest that assuming the Congress does not or 
is unable to act fast enough that consideration be given to makiim this 
retroactive. 

We have a concern in the legislation in the fact that because of the 
situation which Mr. Ruddock pointed out so well that many of our 
people who retire, for example, prior to May 31, on or before, find 
mat because of the difficulties that the Commission experiences in 
computing retirement annuities and getting the checks actually pre- 
paied, that some of our people find that they do not receive their first 
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annuity check until sometimes 2, 3, sometimes 4 or 5 months 
after the date they retire, and the cost of living is going up. And, 
of course, this is a great hardship on them. We do believe that if the 
legislation is enacted this will limit the bunching of the retirement 
of these Federal postal workers and also will eliminate the time lag 
which often is necessary to have their retirements computed. 

Mr. Chairman, we do support the legislation. We commend the 
committee for the hearing. We are very hopeful as was indicated 
by Mr. Jaspan and Mr. Ruddock that the commi ttee and the Congress 
will act as soon as possible and that the legislation will become a law 
of this great country of ours. 

Thank you very much, Mr, Chairman. 

Mr. Chappell. Thank you very much, Mr. Mian. 

Mr. Powell, any questions ? 

Mr. Powell. No. 

Mr. Chappell. Mr. Scott, do you have any questions ? 

Mr. Scott. No. 

Mr. Chappell. In view of the fact of the section which I previously 
read into the record, section 1005, subsection (d) of title 30, in view 
•of the fact that it says officers and employees of the Postal Service 
shall be covered by chapter 83 of title 5 relating to civil service retire- 
ment, is there any question in your mind that we need to amend this 
bill in that regard ? 

Mr, Nil an. We have discussed this briefly with Bob Hampton, Chair- 
man of the Commission, and also this morning with Mr. Ruddock. We 
have great confidence in their judgment and the way the language of 
the law applies. I do think it is appropriate that the statement that 
you just read into the record is a part of the record. I do not believe 
personally it would require any additional language in the bill. How- 
ever, I would be less than derelict in my duties as legislative repre- 
sentative if I did not say that the way negotiations are going be- 
tween our unions and the Post Office Department at the present time, 
we always have great concern as to what may or may not occur in the 
future. 

But we do appreciate Mr. Jaspan bringing it up, and since he did, 
I did not. 

Mr. Chappell. Fine; I think this record will reflect perfectly clear 
that the intent and purpose of the legislation was to include em- 
ployees of the Postal Service. 

Are there any further questions? If not, thank you very much, Mr. 
Nil an. 

Mr. Nil an. Thank you. 

Mr. Chappell. Mr. Scott. 

Mr. Scott. Mr. Chairman, I have a statement which I would like 
to insert in the record in support of this measure. 

Mr. Chappell. So ordered. 

Mr. Scott. I have no remarks to make, Mr. Chairman, other than 
to express my favor of the bill I am privileged to cosponsor. 

Mr. Chappell. The statement will be made a part of the record at 
this point. 

(The statement referred to follows :) 
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STATEMENT OF HON. WILLIAM L. SCOTT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF VIRGINIA 

Mr. Scott. Mr. Chairman, I welcome the opportunity to appear 
before you and other members of the subcommittee as a strong- sup- 
porter and cosponsor of H.R. 7027, which would, liberalize eligibility 
for cost-of-living increases in civil service retirement annuities. 

This legislation is recommended by the U.S. Civil Service Com- 
mission and 1 believe the arguments presented by its chairman* Mr. 
Robert Hampton, in his letter to Speaker Carl Albert, are logical and 
compelling. He reasons that under the present cost-of-living provision 
it is possible for an employee who rel ires soon after the effective date 
of an increase receiving less annuity than an employee with identical 
service tenure and salary base, who retired on or before the effective 
date, even though the employee who retires after the effective date 
has more service. A similar situation exists in computing a survivor’s 
annuity. 

Also to be considered is the affect the large number of retirements 
triggered by cost-of-living adjustments Have on the administration 
of the Civil Service Retirement System. No matter the efforts of the 
Commission to handle this problem in an efficient and orderly fashion, 
the end result is usually the opposite. As an example of the workload 
experienced by a cost-of-living adjustment, just last August 1, 1970, 
produced 19,000 retirements in addition to ‘the 5,000 or less that occur 
in a normal month. Agencies throughout the Government are also ad- 
versely affected because too 'many employees decide to retire immedi- 
ately before a cost-of-living annuity increase. causing their reemploy- 
ment as annuitants to complete the projects on which they were 
working. 

Mr. Chairman, this legislation will help to eliminate the problems 
enunciated above. Therefore, providing for fair and equitable treat- 
ment of all Federal employees, relieving the Commission of the bur- 
densome administrative task of handling an inordinate amount of re- 
tirement applications at one time, and granting to the agencies 
throughout the Government a tool by which; they can use to deal more 
efficiently with their workloads. 

The suggested change in the cost- of diving provision will also aid 
to a considerable extent those Federal agencies which are now pres- 
ently engaged or will be in the foreseeable future in major reduc- 
tions in force actions or -reorganizations. 

It should be borne in mind that employees who delay their retire- 
ment by a few months would pay contributions to the fund for a 
longer period and not receive any annuity for those months, result- 
ing in a combination of more money in the fund. 

Mr. Chairman, enactment of this legislation will accrue to the bene- 
fit, of Federal employees and the Federal Government. 

Mr. (hi AppEun. The next scheduled wit ness jis Dr. Nathan T. Wolko- 
mir, accompanied by Mr. Ben Hinden, legislative representative. 

Gentlemen, we are glad to have you with us. 

Mr, Hinden. Mr. Chairman, I am Ben Hinden, legislative repre- 
sentative of the National Federation of Federal Employees. 

Dr. Wolkomir is out of the city, and, therefore, I am here to read 
bis statement on H.R. 7027. * 
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STATEMENT OE BEN HINDEN, LEGISLATIVE REPRESENTATIVE OF 
THE NATIONAL FEDERATION OF FEDERAL EMPLOYEES ON BE- 
HALF OF NATHAN T. WOLKOMIR, PRESIDENT 

Mr IIinden. As you know, the National Federation of Federal 
Employees is the pioneer and the largest of the mdep^deiit general 
unions of Federal employees. For over ; .5« years the NFFE has been 
promoting the welfare of Federal employees and the public interest. 

The NFFE is glad to have the opportunity to submit, its views on 
II R 7027. We strongly support this bill which corrects an inequity. 
Presently, Federal employees who retire after the effective date of a 
cost.-of-living increase, in civil service retirement annuities, do not 

receive the .increase. H.R. 7027 should eliminate the rush to retire- 
ment now occasioned by costrof-living increases., . . . 

For example, a Federal employee must retire by May 31, 1*171, m 
order to. receive the 4.5-percent, annuity increase recently annminced 
following the release of the Bureau .of. Labor Statistics figures. Under 
existing law those retiring after this date would not get that increase. 
It is only fair and equitable that a Federal, employee retiring after an 
annuity date increase should receive an annuity taking , into account 
the last preceding cost-of-livingincrease. . - . 

The justice and equity represented by . this .legislation is so very 
clear that the subject needs neither extensive laboring nor time-con- 
suming detailing. Indeed, in view of the strong bipartisan support for 
this legislation and the administration’s favorable position on it, the 
principal issue at this point would appear t q be the need foi speedy 
action in relation to the upcoming .cost-of-living. annuity increase, • 
The prompt action by this subcommittee, Mr. Chairman, fully 
recognizes this aspect of the situation and you and your associates are 
to be commended for moving swiftly on it. 

We are grateful for the interest; manifested in this subject as we 
have received considerable inquiries concerning the need for this 


legislation. 

In closing, Mr. Chairman and members of the subcommittee, I 
would like to add the general observation that I am certain you are 
aware that we should not disregard the valuable contributions made 
by Federal retirees. They and present Federal employees have a share 

in making the country the great democracy it is. 

Without their devotion to duty, this Nation would not have ad- 
vanced as far or as quickly as it has. We owe a debt of gratitude to 
our Federal retirees and we should not permit inequities m the retire- 
ment system to exist without taking remedial legislative action. There 
are retirees and survivors who live on less than subsistence incomes. 
Legislation should be considered to raise their annuities and to set 
reasonable amounts as a minimum annuity. 

1 express my thanks to you and the members of the subcommittee 
for your action on II.R. 1027. 

Mr. Chappell. Thank you, Mr. Hinden. 

Mr. Powell. 


Mr. Powell. No questions. 
Mr. Citappell. Mr. Scott. 


Mr. Scott. No, thank you. . n 

Mr. Chappell. Thank you very much, Mr. Hinden. We appreciate 
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Mr. If inden. Thank you. 

Mr. Chappell. The next witness is Mr. C. L. Dorson, president of 
the Retirement Federation of Civil Service Employees. 

Mr. Dorson, we welcome you to this meeting. 

STATEMENT 0E C. I. DORSON, PRESIDENT. RETIREMENT 
FEDERATION 0E CIVIL SERVICE EMPLOYEES 

Mr. Dorson, Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, my name is C L. 
Dorson and I am president of the Retirement Federation of Civil 
Service Employees, an organization of approximately 90,000 members 
most of whom are active employees of the Federal Government. 

. support the primary purpose of H.R. 7027 and appreciate your 
interest and effort in the matter, as well as that of the distinguished 
sponsors, because we believe it will do much to improve administra- 
tion of the Civil Service Retirement System. If enacted, we expect 
that H.R. 7027 will have the effect of spreading the tremendous work- 
loads which occur when cost-of-living annuity increases are due. 

We do, however, have reservations concjerning elimination of de- 
terred annuities from the benefit proposed by H.R. 7027. While such 
annuities have not contributed appreciably to the problem the bill 
seeks to alleviate, we think their specific exclusion compounds an al- 
ready existing inequity. 

As you probably know, a former employee entitled to a deferred 
annuity does not begin to receive cost-of-liking increases until he ac- 
tually enters the annuity rolls at age 62. If lie has to wait even a few 
years the value of his annuity can slip badly in terms of its purchasing 
power. To illustrate with a hypothetical case : 

Two employees were employed at the same time and received the 
same salary during all of their service. Botji were separated involun- 
tardy on December 31, 1966, after rendering' 15 years’ service. 

Employee No. 1 was age 62 when separated and received an annuity 
effective January 1, 1967. 

Employee No. 2 will be age 62 on June 2, 1971, and will receive an 
annuity effective on that date. 

Because their annuities began on different dates, even though they 
had the same average salary, the same service and contributed the 
same amount, employee No. 1 will receive on June 1, 1971, an annuity 
25.8 percent larger than employee No. 2 will receive on June 2, 1971. 

And that isn’t the end of the inequity; the annuity of employee No. 

1 will continue to increase by larger amounts than the annuity of em- 
ployee No. 2, with future cost-of-living adjustments, because he will 
receive percentage increases based on an annuity already more than 25- 
percent greater. 

To avoid furthering this inequity we ask that you amend H.R. 7027 
by striking out the words “except a deferred annuity under section 
8338 of this title or any other provision of law” in lines 7 and 8 on 
page 1 . 

TYe hope our example of what now can and does happen to many 
deferred annuitants has convinced you that Something should be done 
to prevent continuation of this inequity. Therefore, we ask that you 
further amend H.li. 7027 by inserting as yoh deem appropriate inthe 
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“Deferred annuities under section 8338 of this title or any other pro- 
vision of law shall be increased by the total percent allowed and in 
force under this section from the day after the date the employee 
was last separated from the service. 5 ’ 

Mr. Chairman, we endorse II.R. 7027 with the amendments proposed 
and pray that the committee and the House will act promptly to bring 
about its enactment. 

We greatly appreciate the opportunity you have provided for the 
expression ol our views. 

Mr. Chappell. Thank you, Mr. Dorson. 

Mr. Powell, do you have any questions ? 

Mr. Powell. No. 

Mr. Chappell. Mr. Scott. 

Mr. Scott. No, Thank you, Mr. Chairman. 

. Mr. Ciiaitell. Mr. Dorson, I would like to ask two or three ques- 
tions. One question relates to your statement here at the bottom of 
page 1 and commencing over on page 2. You suggest that all cost-of- 
living increases which occur between the date of an employee’s separa- 
tion and tlm commencing date of his annuity at age 62 be accrued and 
applied to his earned annuity rate. Now, is that what you are saying? 

Mr. Dorson. Yes, sir. 

Mr. Chappell. It seems to me that you can run into a real can of 
worms on that issue. Let’s take this example. Suppose an employee 
leaves the Government at age 30. Also, assume he has sufficient service 
to be entitled to a deferred annuity at age 62. Now, if you suppose 
that you apply 5 percent of the annuity increase effective each year 
thereafter, 32 years later, at age 62 now, his annuity will be increased 
by 160 percent. Isn’t that essentially what could happen in your pro- 
posal ? 

Mr. Dorsox. Yes, sir; it could be as much as that. In just 4 years 
and 5 months ; it has increased 28.8 percent. 

Mr. Chappell. Mr. Dorson, I am a new member on this subcommit- 
tee. However, it seems to me that the committee has never considered 
a proposal such as the one you are making. 

I am fearful that, if we try to wrestle this problem into the legisla- 
tion before us this morning, it would seriously delay its enactment. 

I wonder if it might not be better to wait until a different time- 
in view of the very vital time schedule that we have here — to consider 
that sort of an amendment. 

Mr. Dorson. Mr. Chairman, you are probably right, and I have no 
wish to delay the legislation at all. I did think it quite proper under 
the circumstances to bring the matter to the committee’s attention. If 
it would delay the legislation in any way to make the cost-of-living 
effective from the date of last separation, then most certainly I would 
hope that the committee would deal with it, but at a later date. It has 
gone on this long, and I suppose a little longer would not make that 
much difference. I would hope that the committee could in this par- 
ticular instance strike out the exception of deferred annuitants in. 
ILL. 7027, which would do nothing more than make them eligible 
along with other types of annuitants whose increases might become 
effective in the interim period between two cost-of-living increases, 
and that that problem might be dealt with without too much effort 
or delay. 

Mr. Chappell. I thank the gentleman for bringing this to our at- 
tention. 
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Mr. Scott. Mr. Chairman, if T might just comment on the witnesses’ 
proposal very briefly. . j- - - , . - . - 

You know, we get into all kinds of ramifications when we attempt 
to amend our retirement laws. We now Have our retired military that 
want ^computation of military pay. This is a very broad field. 

t nr n ° W iave wba t I think is a good bill to remove an injustice. 

I believe everyone is m favor of this bill. If we are to, consider these 
other matters we are going to have to hold extensive hearings. They 
would be controversial, because even recomputation of the military 
pay, 1 am told, would cost us a billion dollars a year. So, in my judg- 

thts'tirne ’' CWman ’ we should not consider any other proposals It 

Mr. Ciiappelu. Thank you, Mr. Scott. Are there any further com- 
ments or questions '<■ • L , w 

Mr. Dorson, thank you so very much, i 
Mr. Dokson. Thank you. 

n^cLof P happk / x - Oentlemen, _ I believe that concludes the list of wit- 
nesses that we had scheduled this morning. 

Let me express the appreciation of the committee to all of you 
gentlemen who appeared before us this nforning. You were brief and 
to the point and gave us the information [which was needed. 

the Chair would like to announce that it has the following state- 
5““^ S* *i a -T been submitted for the record: statements by Mr. 
David Silvergleid, president of the National Postal Union ; Mr. John 
Met ajt, operations director, Governmenit Employees Council: Mr 
JoJm b. (rimer, national president, American Federation of Govern- 
^ployee^i ; Mr. Claude E. Olmsteal, president, National Rural 
( ff lers - f: SH0C ' at r l0n ; and Mr. J. Stanly Lewis, vice president, 

° f Leff ar Carners. Without objection these state- 

ments will be made a part of the record at this point. f . 

J he Chair. would also like to announce that the subcommittee will 
receive any additional statements which are forwarded for inclusion 

wil l be iuCu n rferL COrd ' * ” CeiV?d in time for &ml Panting, they also 
The hearing is adjourned. 

n^i? V ^f rfeUp01i 1 ’ at > 10 :1 ° a,m> ’ hearing -was adjourned, and the sub- 
committee went into open executive session.) 

Statement of David Silvergleid, President, National Postal Union 

Mr Chairman and members of the subcommittee, I ain David Silvergleid 
President of National Postal Union, located at 425 13tli Street Northwest 
Washington^ D C. We represent over 80,000 postal employees, organized in^ver 

??° \ lateS h * ^°w tates? includin S Puerto ftico and the District of Colum- 

a/A accompanied by our Legislative Directive, Edward L. Bowley. 

At the outset, we wish to thank you, Mr. Chairman, for scheduling these 
hearings on a matter which is of considerable importance to all Federal em- 
ployees We are hopeful the Subcommittee will Irecognize the glaring inequity 
m existing law which permits an employee to receive a greater mnlW 

at a^laL^d under idei J tieal circumstances : because one chooses to retire 
rw* date. We are hopeful this will be corrected by the first session of the 
92nd Congress through this legislation. e 

We endorse and support HR. 7027 and would like to take this opportunity 

^ininn S o bri H fly °? oth ? r related aspects of the! retirement law which in our 
opinion are deserving of the attention and consideration of this committee 
. ^ e would like to call to the Subcommittee’s attention tlie fact that retirees 
uie among those hit the hardest by the expanding inflationary spiral Other em 

wh0 . ml r f bt be considering retirement are often compelled to work longer 
than is required because of the economic situation gt 
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National Postal Union is grateful for the recent liberalizations contained in 
PL 91-658. Howeter, we urge this committee as soon as feasible to consider 
additional liberalizations that are so badly needed. We refer to such provisions 
as: ■' ; : 

• Elimination of all deductions for widows' and dependents' annuities. 

• Extension of all benefits to former employees now on the retirement rolls, 
and that all salary increases he immediately reflected in retirement benefits 
to all annuitants. 

• Tax exemptions for all annuities. 

• In a joint and survivor election to provide an annuity for spouse, the em- 
ployee should have the right to revoke that election, increasing his annuity 
to the full amount. When a wife or husband for whom a deduction was made 
to assure survivors' benefits predeceases, the full annuity should be auto- 
matically restored. 

• Optional Full Retirement After 20 Years of Service, regardless of age, based 
upon 2 y<z c U of the highest one-year of service, multiplied by the number of 
years of service, not to exceed 100%. 

Congressman Frank Brasco (D.-N.Y.), a member of this distinguished com- 
mittee, recently introduced H.R. 7647, a bill that would permit, optional retire- 
ment after twenty years of Federal service. National Postal Union supports this 
bill wholeheartedly. ; 

We should like to point out that the Post Office Department continues to face 
major difficulties in attracting and retaining desirable personnel in many areas. 
H.R. 7647 would, in our opinion, go a long way in helping to reduce the stagger- 
ing numbers of unemployed in this nation. Retirement benefits which were for- 
merly an important factor in mitigating the recruiting problem of the Postal 
Service now loom as much less meaningful, in view of increasingly comparable 
and better retirement systems in the private sector, in many instances with no 
cost to employees. We also point out that benefits provided in the private sector, 
plus increased Social Security benefits, have in many instances placed the U.S. 
Civil Service Retirement Act in an inferior position. 

As a postal union representing employees who have a considerable stake in 
the Civil Service Retirement System, we are deeply concerned with the needs 
for many improvements in the system and know that the members of this com- 
mittee share those concerns. 

We submit that when a Federal employe has concluded 20 or more years of 
dedicated and loyal service, he or she should be given the opportunity to retire 
optionally, without any reduction in the annuities which they have so richly 
earned. 

We make a special plea of behalf of retirees. The fact is that the nominal value 
of annuities have consistently dwindled in practice, due to the steady increase 
in the cost of living, increases which have never been properly offset in the last 
ten years. We believe that the Government should assure equal annuities for all 
retirees and survivors, based on equal service regardless of the date of retirement 
of tlm employee. While past legislation attempted to accomplish nominal com- 
parability in salary for active employees, no such comparability is assured 
retirees, 

A large number of retired workers now receive monthly benefits below $200. 
More than 50% of all eligible survivors receive less than $100 a month. The pres- 
ent cost of living formula for pension adjustment operates so that annuitants 
must necessarily be deprived of many necessities while costs are increasing. 
When they receive a cost of living increase, it is not sufficient to pick up the 
slack for expenditures they have incurred while living costs were going up. 

Mr. Chairman and members of the Subcommittee, may we express our sincere 
appreciation for your interest in seeking a proper solution to the inequities 
presently in existing law, and for this opportunity you have given us to express 
our views on this subject as well as other areas requiring your eventual atten- 
tion. Thank you. 


Statement of John A. McCart, Operations Director, Government 
Employes Council 

Mr. Chairman and members of the subcommittee, the Council and its 34 
AFL-CIO unions representing more than 1 million Federal employes are pleased 
to inform you of their support of the bill under consideration. 

Since December, 1965, retired Federal workers and their survivors have been 
eligible for increases in their pensions when the Consumer Prtce Index reveals 
a rise of at least 3% for three consecutive months. In October, 1969, an 
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amendment was enacted authorising the addition of 1% to the annuity in- 
crease described above. The purpose of this revision was to account for the 
delay between the initial 3% CPI increase and its reflection in Civil Service 
pensions some months later. . , 

The 1905 statute made it clear, however, that only those in a retired status 
before the effective date of the qost of living adjustments would be eligible to 
receive it. This is the problem to which H.R. 7027 addresses itself. 

Under the existing statute, individuals who retire the month following the ef- 
fective date of such an annuity adjustment must , wait until living costs increase 
at least 3% and maintain that level for three months before having their pen- 
sions revised. Since the cost of living feature was added to the Civil Service Re- 
tirement Act six years ago, a year or more has elapsed between these increases. 

Thus, the employe who retired after the last increase took effect could not 
anticipate an adjustment in his retirement income until the formula was met. 

To make the point clearer, it has now been determined that retired employes 
and eligible survivors will receive a 4.5% cost living increase in their an- 
nuities under the formula outlined in the statute. However, active Federal 
workers must retire before May 31 to be eligible fqr this additional benefit. Those 
who retire later will not realize the effects of thj& cost of living factor in their 
pension checks until the next adjustment is decided. 

Put another way, an employe who retires immediately after an annuity in- 
crease will receive a smaller pension than the worker who retired just prior to 
the adjustment, even though both may have the same number of years of serv- 
ice and' the same “high three” average salary. 

This is the case of the inequity to the employe or the survivor. 

However, certain disadvantages accrue to the Civil Service Commission and 
Federal agencies under the present arrangement. 

The existing situation results in large numbers jof employes deciding to retire 
shortly before the effective date of an increase to: be eligible for the additional 
monthly sums to which they will be entitled. Agencies are confronted with the 
loss of these employ es’ services and must search for other ways to accomplish 
the workload. 

The Civil Service Commission which administers the program and must proc- 
ess, maintain, and arrange monthly retirement payments is deluged with re- 
tirement applications. In some instances, employes have encountered delays in 
receiving payments because of the upsurge in the workload of the Commission. 

H.R, 7027 corrects these deficiencies by guaranteeing that employes who re- 
tire between such increases will receive the benefit of the adjustment made prior 
to their moving from active status to the retired soils. I will also alleviate the, 

‘•peaks and valleys” experienced by the Commission and other agencies. 

Approval of H.R. 7027 will remove the unequal treatment accorded groups 
of Federal employes and will benefit the Federal ^Government as an employer. 
Therefore, the Council recommends strongly that the Subcommittee endorse the 
bill at the earliest date possible. 


Statement of John F. Griner, National President, American Federation of 
Government Employees 

The Afnerican Federation of Government Employees, representing the largest 
number of Federal employees ever organized by any single union in history, 
endorses the provisions of II.R. 7027, a Bill to liberalize eligibility for cost-of- 
living increases in civil service retirement annuities. We are grateful to Con- 
gressman Dnlski, Waldie and Scott, and to the late Congressman Corbett, for 
introducing this wise Bill. 

When passed, this Bill will assure that the civil service annuity of a Federal 
employee who retires after the effective date of a cost-of-living annuity adjust- 
ment shall not be less than the increased annuity Which would have been pay- 
able had the employee retired immediately prior to the effective date of that 
adjustment. 

When passed, this Bill will eliminate the abrupt, erratic and inequitable 
fluctuations in annuity rates which exist today. Urfder existing law, employees 
are confronted by situations where if they retire; the day after the effective 
date of the cost-of-living increase they receive less Annuity for the rest of their 
lives than if they had retired, for example, two days earlier. In effect, their 
annuity is discounted by the exact percentage of; the cost-of-living increase. 
Situations also arise such that if they retire as m4ch as three or four months 
after the effective date, they still receive a lower annuity despite the facts that 
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they have more service to their credit and that both they and their employer 
have contributed more to the Retirement Fund. 5 : ' ' 

The impact of this situation on Federal employees has resulted in the “mass- 
ing” or “bunching’ of retirements immediately before the effective date of every 
cost-of-living annuity increase. It has produced improper pressures on the indi- 
vidual employees, many of whom are confronted with a choice of retiring at a 
season which is inconvenient both to themselves and to their Federal agency or 
sacrificing thousands of dollars of potential annuity. 

These tensions, which adversely affect the welfare of these employees as 
well as the efficient administration of the program functions of Federal agencies, 
also disrupt the administration of the Federal civil service annuity system. 
Hundreds of Federal employees, already foreed to suffer the psychological ten- 
sions before retirement, are finding that their annuities are not being properly 
computed or their annuity checks are being delayed solely because of the back- 
log of claims clogging the Federal annuity “pipeline.” Thus the pressures, ten- 
sions, disruptions which preceded the retirement date are prolonged for months 
after the retirement date. 

I believe that Federal employees are entitled to retire in dignity and that 
their transition from active to retired life should be tranquil and even joyful. 
Neither the actions of individuals nor the inefficiencies of a “system” should 
produce harassments; Today, regrettably, the retirement system, requiring 
“shot-gun” decisions resulting from the present method of administration of the 
cost-of-living increase, disrupts the orderliness that should exist during the 
retirement transition period and produces tensions for both the employees and 
for their agencies. H.R, 7027 will remedy that situation and an atmosphere of 
rationality and order will be restored to the individual employee and to his 
agency. 

Another favorable feature of this Bill is that its cost will be minimal. If the 
Bill were passed in time to be effective prior to the next cost-of-living adjust- 
ment of 4.5% effective June 1, 1971, the total increase in the unfunded liability 
would be approximately $7.5 million. Under current funding procedures, this 
would impose, during fiscal year 1972, a total cost on the U.S. Treasury of only 
$G0,000 in interest. Eventually, of course, in 1980, or eight fiscal years from this 
date, it would be costing the U.S. Treasury a peak of $300,000 per year. There- 
after, with the natural attrition of time, the annual Treasury payments on the 
forthcoming 4.5% eost-of-living adjustment would decline and finally cease. 

In return for this relatively modest increase in costs, the Federal government 
would experience a great improvement in agency program management, as well 
as in human efficiency and well-being, both before the retirement of the employee 
at the agency level and after retirement in the administration and the process- 
ing of the annuity payments. The administrative savings alone to the Civil Service 
Commission would, in the long run, compensate for any increases in annuity costs. 
The gains at the agency program level, moreover, will be reflected not only in 
monetary but also in human values. 

Because the provisions of II.R. 7027 will produce only benefits since all ap- 
parent increases in cost will produce greater compensating savings, our organiza- 
tion is pleased to endorse fully II.R. 7027, and we urge its passage now before 
the effective date of the next cost-of-living increase. 

I appreciate the opportunity to testify before you today. 


National Association of Postmasters of the United States, 

Washington, D.C., April 28, 1971. 

Hon. Jerome R. Waldie, 

Chairman, Subcommittee on Retirement , Insurance and Health Benefits, Comnvit- 
tee on Post Office and Civil Service, U.S. House of Representatives, Wash- 
ington, D.C. 

Dear Mr. Chairman : It is our understanding that a hearing will be held by 
your Subcommittee on Retirement, Insurance and Health Benefits on Monday, 

May 3, 1971, at 9:30 a.m., in Room 210 Cannon House Office Building on H.R. 

7027. 

The National Association of Postmasters of the United States supports the 
enactment of this Bill into law and respectfully requests that this letter be en- 
tered into the record of the aforementioned hearing as evidence of our endorse- 
ment of this legislation. 

As future civil service annuitants, the Postmasters of this nation favor the 
change this Bill will make by granting the cost-of-living increases in retirement 
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annuities regardless of whether or not the effective date of retirement .precedes, 
occurs on or follows the effective date of that increase as now provided by 
statute. 

With warmest personal regards and best wishes, we remain 
Respectfully, 

Edward V. Dorsey, 

Executive Director. 


Statement of J. Stanly Lewis, Vice President, National Association of 

Letter Carriers 

Mr. Chairman and members of the committed My name is- J. Stanly Lewis, 
and I am the Vice President of the National Association of Letter Carriers, 
with headquarters at 100 Indiana Avenue, Northwest, Washington, D.C. Our 
organization has a membership of over 21.7,000 including some 21,000 former 
letter carriers who are on the rolls of the Civil Service Commission’s Retirement 
Bureau. 

We appear before you today for the purpose of testifying in support of 
H.R. 7027, which has been introduced jointly! by Chairman Dulski, former 
Ranking Minority Member, the late Robert J. Corbett, and Congressmen Jerome 
Waldie and William Scott. 

We commend Chairman Waldie for the timely scheduling of these hearings, 
and urge that prompt action be taken in both lip uses of Congress so that this 
meritorious legislation ran be placed on the statute books prior to June 1, 11)71. 

The enactment of Public Law 87-793 in October 1992 was truly landmark 
legislation, in that it recognized the unfortunate: and untenable economic posi- 
tion of those on the Civil Service Retirement rolls, by providing for a propor- 
tionate 4 increase in annuities for those Loyal and dedicated former employees of 
the Government as the cost-of-living indexes risk'. This does help to alleviate 
the stress placed upon them by the continuing upward spiral in the cost of the 
necessities of life. ■ . 

Unfortunately, this legislation— great as it wasj— did not completely serve its 
purpose, since the increases were payable prospectively, rather than retro- 
actively. This legislation was later amended to include an additional percentage 
point which partially corrected this inequity. 

Under existing law, only those on the retirement rolls on the date the increase 
becomes effective receive the advantages of such increases. 

The proposal now before your Committee, Mr. ; Chairman, would extend the 
benefits to those who, for a variety of reasons, either do not qualify for retire- 
ment benefits as of the specified date, or who for personal reasons elect not to 
retire at that particular time. 

This legislation would provide that these benefits would be payable to those 
who retire at a date subsequent to the now provided for “cut-off" date, but 
lx ‘fore the cost-of-living indicators rise sufficiently so as to trigger further 
increases. s 

This legislation would provide a boon to many of our members, in that it 
would allow them a greater freedom of choice as tp their retirement plans. 

It would also serve as a benefit to the sound operation of the Government 
an that it would eliminate the mass retirement of Employees who desire to take 
advantage of these benefits and would allow a more orderly progression of 
those eligible for retirement. 

Air. Chairman, we thank you for the opportunity of appearing in support of 
this legislation today, and hope that your committee will take immediate and 
favorable action on this bill. 


Statement of Claudi K. Olm stead, President, National Rural Letter 

Carriers’ Association 

The National Rural Letter Carriers’ Association, an organization representing 
approximately 32,000 regular, retired and substitute rural letter carriers, ap- 
preciates this opportunity of presenting our views on II. R. 7027, a bill to liberal- 
ize eligibility for cost-of-living increases in Civil Service retirement annuities. 

We are grateful to Chairman Dulski, Congressmen Waldie, Corbett, and Scott 
for introducing this legislation and, especially, to Congressman Waldie for 
scheduling this hearing and allowing us to voice our support of this very 
important issue. 
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1 ublic Law 87-793, enacted October 1962 contained a provision which granted 
A mil H ai au t<> m atic cost-of-living- adjustment of annuities when the average 
of the Consumer Price Index increased by 3% or more. The original law pro- 
vided an annual review of the Consumer Price Index each January and adjust- 
ment of annuities in April, if necessary. 

l ' ll l > i i . < ' Li ' w 89-205 provided an improvement in the auto- 
0f aanuitles - As a result of this legislation, automatic Increases 
hv w f annuities are now provided whenever the cost of living goes up 
by at least 3% over the Consumer Price Index, for the month used as the base 
for the most recent cost-of-livlng annuity increase and stays up by at leasts^ 
nT t ^consecutive I 11 .' 1 ! 11 ! 18 - The effective date of such increase is the first day 
?* the thlrd “onth which begins after the C.P.I. has had a rise of at least 3% 
for three consecutive months. 0/0 

i^rmdic cost-of-living adjustments in annuities have caused employees 
f ITin 6 “Plications for retirement, at certain periods of the year to qualify 
*. r , ftdl benefits of the cost-of-living increases. This has caused a serious ad- 
tpsHf^ W Ti n m'£>nt° 1)lem for tlle Civil s ervlce Commission, as I am sure they will 
/l,' 1 eates , a *} enormous work load at the Civil Service Commission after 
each of these periods when there are large numbers of retirements. 

Onr concern for this aspect of the problem is that the adjudication of retire- 

™o ht ^n C nn 0nS r uaav01<3abl y delayed by this tremendous work load. Months 
? o by until all applications are finally processed. In the meantime, the einnlovee 

. t° commend the Civil Service Commission in making everv effort 

to expedite the annuity payments. Special payments are ofttimes made bv the 
Commission to the annuitant, pending final adjudication of tte reUrement are 
n!e^o tl0 !vi In S1>1 ^ e °5 t ? e Commission’s herculean efforts to expedite the pav- 
St 8 -,^ 6 anl . luitant ofttimes becomes impatient with the long delays Atttiis 

£Te 'The CMCZr*^' 811 . 8 aad letters of taqulry lequesUngas^t- 
. e Civil feeivice Commission is always most cooperative in responding 
to onr inqmrtes on behalf of our members, and, I’m sure are doing evlrvthlnf 
possible to cope with a difficult situation. g ev erytnlng 

,, y, tie Provisions of H.B. 7027 would alleviate this serious problem bv providing 
that an annuity, which commences after the effective date of a co<d?of-Hvi™ 
increase not be less than the annuity which would have been pavable hid thf 
employee retired immediately prior to the effective date of the l?st cost o^ fiv^ 
increase. This would eliminate the necessity of an employee rettrLg at f rfvef 
date to qualify for the benefits of the cost-of-llving increase This would fnta 
' e ;' el - oalt the recrement applications at tL Cwf Servlre CommCon 

■M 

hai “ nan an(1 members of the subcommittee, we heartilv -innrnvp th 
ami y S° rtant ancl l0 ^ ical improvement in the Civil Service Retirement Law 
g y recommend your approval and eventual enactment of H.R. 7027^ 
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